AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§278.7

§278.7 Determination and disposition
of claims—retail food stores and
wholesale food concerns.

(a) Claims against violators. FNS may
establish and pursue claims against
firms or other entities which have ac-
cepted or redeemed coupons in viola-
tion of the Food Stamp Act or this part
regardless of whether the firms or enti-
ties are authorized to accept food
stamps. If a firm fails to pay a claim,
FNS may collect the claim by offset-
ting against amounts due the firm on
redemption of other coupons or by de-
ducting the amounts due from bonds
posted by firms in compliance with the
provisions of §278.1(b)(4). FNS shall
deny an application for authorization
or reauthorization by a firm which has
failed to pay a claim.

(b) Forfeiture of a collateral bond. If
FNS establishes a claim against an au-
thorized firm which has previously
been sanctioned, collection of the
claim may be through total or partial
forfeiture of the collateral bond. If
FNS determines that forfeiture is re-
quired for collection of the claim, FNS
shall take one or more of the following
actions, as appropriate.

(1) Determine the amount of the bond
to be forfeited on the basis of the loss
to the Government through violations
of the act, and this part, as detailed in
a letter of charges to the firm;

(2) Send written notification by using
any delivery method as long as the
method provides evidence of delivery
to the firm and the bonding agent, of
FNS’ determination regarding for-
feiture of all or a specified part of the
collateral bond, and the reasons for the
forfeiture;

(3) Advise the firm and the bonding
agent of the firm’s right to administra-
tive review of the claim determination;

(4) Advise the firm and the bonding
agent that if payment of the current
claim is not received directly from the
firm, FNS shall obtain full payment
through forfeiture of the bond;

(5) Proceed with collection on the
bond for the amount forfeited if a re-
quest for review is not filed by the firm
within the period established in §279.5,
or if such review is unsuccessful; and

(6) Upon the expiration of time per-
mitted for the filing of a request for
administratve and/or judicial review,
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deposit the bond in a Federal Reserve
Bank account or in the Treasury Ac-
count, General. If FNS requires only a
portion of the face value of the bond to
satisfy a claim, the entire bond will be
negotiated, and the remaining amount
returned to the firm.

(c) Coupons accepted without author-
ization. (1) The FNS officer in charge
may approve the redemption under
§278.4 of coupons accepted by firms be-
fore the receipt of an authorization
card from FNS if the following condi-
tions exist:

(i) The coupons were received in ac-
cordance with the requirements of this
part governing acceptance of coupons
except the requirement that the firm
be authorized before acceptance;

(ii) The coupons were accepted by the
firm in good faith, and without intent
to circumvent this part; and

(iii) The firm receives authorization
to participate in the program.

(2) Firms seeking approval to redeem
coupons accepted without authoriza-
tion shall present a written application
for approval to the local FNS field of-
fice. This application shall be accom-
panied by a written statement signed
by the firm of all the facts about the
acceptance of the coupons. The state-
ment shall also include a certification
that the coupons were accepted in good
faith, and without any intent to cir-
cumvent this part.

(d) Burned or mutilated coupons. FNS
may redeem burned or mutilated cou-
pons only to the extent that the Bu-
reau of Engraving and Printing of the
United States Treasury Department
can determine the value of the cou-
pons. The firm presenting burned or
mutilated coupons for redemption shall
submit the coupons to the local FNS
field office with a properly filled-out
redemption certificate. In the section
of the redemption certificate for enter-
ing the amount of coupons to be re-
deemed, an estimate of the value of the
burned or mutilated coupons submitted
for redemption shall be entered if the
exact value of the coupons is unknown.
The phrase ‘“‘Deputy Administrator for
Fiscal Management, FNS, USDA,”
should be entered in the section of the
redemption certificate for entering the
name and address of the insured finan-
cial institution or wholesaler.
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(e) Old series coupons. FNS may re-
deem the old series food coupons issued
in 50-cent, 2-dollar, and 5-dollar de-
nominations when they are presented
for redemption. Firms presenting the
coupons for redemption shall submit
the coupons to the local FNS field of-
fice with a properly completed redemp-
tion certificate and a written state-
ment, signed by a representative of the
firm, detailing the circumstances of
the acceptance of the coupons.

(f) Denials of claims brought by author-
ized firms against FNS. If a claim
brought by a firm against FNS under
this section is denied in whole or in
part, notification of this action shall
be sent to the firm by using any deliv-
ery method as long as the method pro-
vides evidence of delivery. If the firm is
aggrieved by this action, it may seek
administrative review as provided in
part 279.

(9) Lost or stolen coupons. FNS may
not be held liable for claims from retail
food stores, meal services, or wholesale
food concerns for lost or stolen cou-
pons.

[Amdt. 136, 43 FR 43274, Sept. 22, 1978, as
amended by Amdt. 258, 49 FR 28393, July 12,
1984; Amdt. 257, 49 FR 32538, Aug. 15, 1984;
Amdt. 262, 49 FR 50598, Dec. 31, 1984; 68 FR
41052, July 10, 2003; Amdt. 397, 70 FR 72354,
Dec. 5, 2005]

EFFECTIVE DATE NOTE: At 73 FR 79595, Dec.
30, 2008, §278.7 was amended by revising para-
graph (b), effective March 2, 2009. For the
convenience of the user, the revised text is
set forth as follows:

§278.7 Determination and disposition of
claims—retail food stores and wholesale
food concerns.

* * * * *

(b) Forfeiture of a collateral bond or draw
down on an irrevocable letter of credit. If FNS
establishes a claim against an authorized
firm which has previously been sanctioned,
collection of the claim may be through total
or partial forfeiture of the collateral bond or
draw down of the irrevocable letter of credit.
If FNS determines that forfeiture or a draw
down is required for collection of the claim,
FNS shall take one or more of the following
actions, as appropriate.

(1) Determine the amount of the bond to be
forfeited or irrevocable letter of credit drawn
down on the basis of the loss to the Govern-
ment through violations of the Act, and this
Part, as detailed in a letter of charges to the
firm;

§278.9

(2) Send written notification by method of
proof of delivery to the firm and the bonding
agent or commercial bank of FNS’ deter-
mination regarding forfeiture or draw down
of all or specified part of the collateral bond
or irrevocable letter of credit and the rea-
sons for the forfeiture or draw down action;

(3) Advise the firm and the bonding agent
or commercial bank of the firm’s right to ad-
ministrative review of the claim determina-
tion;

(4) Advise the firm and the bonding agent
or commercial bank that if payment of the
current claim is not received directly from
the firm, FNS shall obtain full payment
through forfeiture of the bond or draw down
of the irrevocable letter of credit;

(5) Proceed with collection of the bond or
irrevocable letter of credit in the amount
forfeited or drawn down if a request for re-
view is not filed by the firm within the pe-
riod established in §279.5 of this chapter, or
if such review is unsuccessful; and

(6) Upon the expiration of time permitted
for the filing of a request for administrative
and/or judicial review, deposit the bond or ir-
revocable letter of credit in a Federal Re-
serve Bank account or in the Treasury Ac-
count, General. If FNS requires only a por-
tion of the face value of the bond or irrev-
ocable letter of credit to satisfy a claim, the
entire bond or irrevocable letter of credit

will be negotiated, and the remaining
amount returned to the firm.
* * * * *

§278.8 [Reserved]

§278.9 Implementation of amendments
relating to the participation of re-
tail food stores, wholesale food con-
cerns and insured financial institu-
tions.

(a) Amendment 224. Retail food stores
shall have signs posted as required by
this amendment no later than 30 days
after distribution of the signs by FNS.

(b) Amendment 257. With the excep-
tion of the provisions in §278.5 requir-
ing redeeming financial institutions to
verify that coupons are supported by
redemption certificates, the revisions
to part 278 shall be effective September
14, 1984. Redeeming financial institu-
tions shall begin verifying coupon de-
posits as required by §278.5 in accord-
ance with the schedule determined by
the Federal Reserve Board. Insured fi-
nancial institutions shall adhere to
preexisting requirements for handling
redemption certificates (at 7 CFR
278.5(a)) until their Federal Reserve
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